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MUNICIPAL OWNERSHIP OF STREET RAIL- 
WAYS IN DETROIT. 

The people of Detroit are persuaded that they enjoy the 
most convenient system of overhead-trolley railway lines to be 
found in this country. While there are three separate com- 
panies, all the lines are owned by the same persons and are 
managed substantially as one property. The lines in the main 
are well operated and well equipped. The rate of fare that 
prevails generally is five cents, six tickets being sold for a 
quarter. On some of the newer and less-frequented lines, 
however, eight tickets are sold for twenty-five cents, — a con- 
cession obtained by a new company that secured a franchise 
after a prolonged three-cent-fare controversy. When the 
owners of the old franchises secured the control of the new 
corporation, the charter rates had to be maintained. During 
the hours from 5.30 to 7 a.m. and from 5.15 to 6.15 p.m. 
" workingmen's tickets " are sold on the old lines, at the rate 
of eight for a quarter. The ownership of the three systems 
is with Mr. R. T. Wilson, of New York City, who is well 
known as an investor in street railways ; and with Hon. 
Tom L. Johnson, formerly a member of Congress from 
Pennsylvania, an advocate of the Henry George single-tax 
theory, a street railway manager, and a manufacturer of steel 
rails. Mr. Johnson is the manager of the properties. 

The convenience of the system is due primarily to the 
manner in which Judge Woodward in 1805 was moved to 
lay out the new city after the total destruction by fire of the 
century-old French town of Detroit. Using L'Enfant's plan 
of Washington as a model, Judge Woodward platted broad 
avenues radiating from a common centre and extending to 
various points of the compass. As a result, all the main lines 
pass a given point; and by combining the routes on two 
thoroughfares, as, for example, Grand River and Jefferson 
Avenues, a passenger living in the extreme north-western 
portion of the city can be conveyed to the extreme south- 
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eastern section without change of cars. Moreover, by track- 
age arrangements with suburban railways, the cars of such 
companies are allowed to come to the centre of the city, so 
that passengers can board cars at the City Hall and be con- 
veyed to the State University at Ann Arbor, forty miles 
distant; or to the great soda-ash plants, twelve miles down 
the river ; or to the suburban residences at Grosse Pointe 
Farms, on Lake St. Clair; or to the mineral baths at Mt. 
Clemens, twenty miles away ; or to the beautiful city of 
Pontiac, the seat of the State insane asylum, twenty-six miles 
from Detroit. Great passenger coaches, with mail, baggage, 
and light-freight facilities, rush through the streets with the 
speed of an express train ; and the private car, with dining 
conveniences, marks the limit of convenience and pleasure. 
Such, in brief, is the Detroit street railway system. 

As compensation for the privileges enjoyed under a thirty- 
year charter, the roads pay a tax of 2 per cent, of gross earn- 
ings. The real estate is taxed, as is other such property.* The 
concession of " workingmen's tickets " is also estimated as part 
compensation to the city. 

On .March 24, 1899, Governor Pingree approved an act cre- 
ating the Detroit Street Railway Commission of three mem- 
bers, to be appointed by the common council of Detroit ; and 
to this commission power was given, in their discretion, to buy 
or lease from the various companies any of the street railways 
lying wholly within, or partly within and partly without, the 
city, and, when so acquired, to maintain and operate them for 
the carriage of passengers and freight for hire. The act pro- 
vides that the purchase price is to be paid in 4 per cent, bonds, 
which shall be a lien upon the property ; and authority is given 
to ]>rovide from the revenues of the roads a sinking fund for 
the payment of the bonds. But "the commission shall have 
no power to incur any obligation on behalf of said city, except 
such as shall be chargeable only upon the railways and prop- 
erty so acquired and the earnings and increments and exten- 

• This tax yields about $20,000 per annum. The District of Columbia, contain- 
ing about the same population as Detroit, receives 4 per cent, of gross earnings, 
or about ^73,000 a year. The rates of fare are the same, but there are no working- 
men's tickets in the District of Columbia. The price of the Detroit properties is 
fixed at $17,500,000 in bonds, of which amount $70,000 in bonds is to be retained as 
operating capital. 
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sions thereof." In short, the act creates a commission to own, 
operate, and construct street railways ; and, so long as a 
portion of any line shall lie located within the city of Detroit, 
the road may extend to Chicago or to the Straits of Mackinac. 

It is beyond dispute that this legislation, at once so exten- 
sive in its grant of power and so novel in its provisions, was 
secured at the instance of the owners of the railways of 
Detroit, represented by Mr. Tom L. Johnson, and that the 
measure had the active support of Governor Pingree, who has 
since become the head of the commission. The legislative 
history of the bill is comprised within one week, and it did 
not have the official support of the Detroit representatives in 
the legislature nor of the mayor of the city. Its passage was 
both hasty and unexpected. At the same time it can be said 
that probably a large majority of the people of Detroit were 
in favor of the ownership of the street railways by the munici- 
pality, while the representative business and professional men 
were opposed to such ownership. 

In arriving at the price to be paid for the property, Mr. 
Johnson held that, besides the actual cash valuation of the 
lines, equipment, and real estate, he should be compensated 
for the value of the franchises, which value was to be based 
on the estimated profits that would accrue during the lifetime 
of the respective grants. lie also stipulated that the bonds 
issued in payment should be secured by a mortgage covering 
not alone the property, but also a new franchise, running 
thirty years from the date of the purchase, if the bonds 
shall be paid at maturity, or forty-eight years in case of 
default and foreclosure. In short, he agreed to sell the roads 
to the city on such terms that, if municipal ownership should 
prove a failure, he would recover the roads and obtain an 
extension of his franchise. Moreover, he insisted that the 
new franchise should provide for the present rates of fare and 
taxation, so that he would not be bound to the three-cent 
fare in case the commission should fix that rate and should 
fail to make the roads pay. 

Without stopping to discuss what mixture of philanthropy 
there maybe in Mr. Johnson's motives, — although this sub- 
ject has attracted much notice, especially in connection with 
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his assertion that in the future people are to ride free, — it is 
to be discovered what economic reasons made such a sale seem 
so desirable to him that he was willing to take the steps neces- 
sary to obtain the required legislation. It is difficult for one 
to predict what may be all the motives, or even what the 
main motives, that actuate a street railway owner and man- 
ager in desiring to dispose of one of his properties ; but some 
things appear on the surface. 

In the first place, the prevailing sentiment in Detroit is now 
(as it has been ever since street railways were begun there in 
1864) that the railway companies are not paying to the city 
a sufficient return for the privileges they enjoy ; and it is well- 
nigh certain that, in the present state of feeling, no new fran- 
chise could be obtained by a private corporation on any fair 
terms. The city ownership of the tracks, and the leasing of 
them for a term of years to the highest bidder, is probably the 
utmost that could be hoped for. Mr. Johnson naturally wishes 
to dispose of bonds to cover the price he paid for the property ; 
and this he cannot do to advantage with franchises the most 
important of which have but ten years to run, and in view of 
the virtual certainty that no renewal will be granted. Hence 
he is anxious to sell at his own price or something near it. 

Incidentally, he may apprehend that within a few years the 
overhead trolley will become impossible in a city as compactly 
built as Detroit, and that the lines will have to be rebuilt to 
accommodate the underground system, the first cost of which 
is expensive, but the operation of which is comparatively 
cheap. The electrical equipment at Detroit is now at its best ; 
but deterioration is rapid, and expensive improvements from 
time to time will become imperative. 

Should he sell at this time, he will get all the profits of the 
years that his franchises run, and will be subject to none of 
the vicissitudes that such quasi-municipal property meets with. 
Moreover, should municipal ownership fail, he can then take 
back the property with a new and extended franchise which 
he could have obtained in no other manner. 

There is no disposition to attribute to Mr. Johnson any per- 
sonal motives. He has a property to sell. There is a senti- 
ment in Detroit in favor of municipal ownership. He proposes 



NOTES AND MEMORANDA 457 

to take advantage of this sentiment to sell at a time when the 
market is good. 

No sooner had the act l>een approved, however, than a com- 
mittee of Detroit citizens employed counsel to test the validity 
of the new law. The case was brought in the Supreme Court 
of the State of Michigan by the attorney-general, on the rela- 
tion of George H. Barbour and eight other citizens, against 
Hazen S. Pingree, Elliott G. Stevenson, and Carl E. Schmidt, 
the commissioners appointed by the common council under 
the act. It was argued for the relators that the act contra- 
venes the provision in the constitution of the State which de- 
clares that the State shall not be a party to, or interested in, 
any work of internal improvement, nor engaged in carrying 
on any such work, except in the expenditure of grants to the 
State of land or other property. 

This provision was inserted in the constitution of 1850 after 
a sad experience on the part of Michigan in relation to inter- 
nal improvements, — notably, a canal from Mount Clemens to 
the mouth of the Kalamazoo River and the Michigan Central 
and the Michigan Southern Railways. In 1846 the railways, 
so far as constructed, were sold by the State to corporations 
chartered for the purpose of purchasing, at a sum much below 
what had been their cost; and the people provided against 
any repetition of State participation in such enterprises. 

The Supreme Court has construed this provision to prevent 
the improvement of navigation of the Muskegon River (Hyer- 
son v. Uiley, 16 Mich. 269), and has held that "what the 
State, as a political community, cannot do, it cannot require 
the inferior municipalities to do " {People v. Salem, 20 Mich. 
487). It was pointed out by the court that the competency of 
the State legislature to authorize a city to acquire and main- 
tain a public park, a lighting-plant, a fire department, and the 
like, is not inconsistent with the views expressed, because such 
objects are a proper exercise of the municipal police. Inci- 
dentally to public lighting, also, a city may furnish light to 
citizens. Under the constitution of Massachusetts, which is 
unlike that of Michigan, it has been held to be competent for 
the legislature to authorize a city to furnish light to its citi- 
zens ; yet two years later the same court held that it was not 
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competent to authorize a city to buy wood and fuel to sell to 
the inhabitants, because the carrying on of such a business 
cannot be regarded as a public service for which taxes may 
be levied. The decision of the court has not yet (June 10) 
been rendered. It is generally believed that the court will 
decide the law to be unconstitutional, and steps are being 
taken to accomplish the same object in a way not repugnant 
to the constitution. 

The reasons why no extension of the charters of the Detroit 
railways can reasonably be expected are now to be examined. 
In November, 1862, the city council by ordinance provided 
for the use of certain streets for street railway purposes. The 
returns to the city were in the shape of license taxes on cars, 
and of course soon became inadequate. In 1879, or thirteen 
years before the expiration of the charter, a new agreement 
was made, whereby certain concessions were agreed to by both 
sides. The city granted an extension of the original charter 
for thirty years from that date, or seventeen years beyond the 
life of the original charter; and the roads agreed to an in- 
crease in taxation, and further agreed to sell eight tickets for 
a quarter during " workingmen's hours." From the very date 
of the new ordinance the terms were objected to as being not 
as advantageous as the city had a right to expect. In 1890 
Mr. Pingree, having been elected mayor of Detroit, immedi- 
ately took a stand in favor of greater compensation to the 
city. At that time the roads were still operated by horse- 
power. So strong was the feeling against the management of 
the lines that a riot ensued, in which men of prominence and 
influence in the community were active participants. Under 
the stress of popular feeling the roads were sold twice. 

It having been discovered that the life of the corporation to 
which the original grant was made was limited to thirty years, 
while the city franchise as extended would run for forty-three 
years, a suit was brought by the city to uphold the contention 
that the franchise expired with the life of the original corpo- 
ration. The case was transferred to the United States courts, 
and in the Circuit Court was decided in favor of the city. In 
the Court of Appeals, however, that decision was reversed. 
Judge Lurton, delivering the opinion, held that " a street rail- 
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way company is not incapable of taking a grant of a right to 
use streets of a city for its railway for a term extending be- 
yond its own corporate franchise, the interest granted being 
assignable." (64 Federal Reporter, 628). In this decision the 
people acquiesced, with the idea that, when the time came for 
obtaining control over the streets, they would seek more ade- 
quate compensation for the privileges granted. 

The question as to what is adequate compensation is one on 
which the people and the corporation naturally may be ex- 
pected to differ ; nor is any charter granted to a private cor- 
poration by a common council likely to be received with favor, 
because of the strong sentiment that has been aroused, particu- 
larly in Detroit, in favor of municipal ownership and lower 
fares. The question, therefore, is simply whether the city 
shall (and can) take action now, or whether the municipality 
will elect to await the expiration of the main franchises already 
granted. 

The present proposition (anticipating an adverse decision 
of the court) is that the commission, acting as a private cor- 
poration, shall purchase the roads, and obtain a new consoli- 
dated security franchise substantially on the same terms as 
proposed for the municipal commission, the new corporation 
to hold the property in trust for the city until such time as 
constitutional authority for municipal ownership can be ob- 
tained, either by amending the constitution or in some other 
manner. The question naturally arises as to how far such 
action would differ from an extension of the present franchises 
to their present owners. The only new point in the contro- 
versy, in its present form, is whether the trial of three-cent 
fares by an inexperienced management is a sufficient compen- 
sation for granting the extension of a charter for nearly half 
a century. 

Charles Moore. 
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The cause of education gains by the election of President 
Arthur T. Iladley of Yale University, and we trust the cause 
of economic science will not lose too heavily. The new 
honors and responsibilities have been worthily won by Presi- 
dent Hadley, whose career as an administrator, it may be \n-e- 
dicted, will be no less brilliant than it has been as a teacher 
and writer. Economic students meanwhile will hope that his 
pen may remain at their service in the future as in the past. 

At the Commencement ceremonies of this year Harvard 
University tendered her congratulations alike to President 
Hadley and to the ancient seat of learning he has been chosen 
to represent, by conferring on him the honorary degree of 
Doctor of Laws. 



The organization of the central administrative force of the 
Twelfth Census has been completed by the appointment, as 
one of the five " chief statisticians," of Mr. S. N. D. North, who 
will have charge of the statistics of manufactures. The other 
appointments to the leading parts were noted in the last issue 
of this Journal.* Mr. North's qualifications for the work in- 
trusted to him are of the highest, and make it certain that this 
part of the census work, like the rest, will be ably directed. 

The United States Industrial Commission, whose organiza- 
tion has also been described in these columns,! has made sev- 
eral commendable appointments of specialists to aid in its 
investigations. Professor J. W. Jenks, of Cornell University, 
is " expert agent " on trusts and industrial combinations; Pro- 
fessor E. R. Johnston, of the University of Pennsylvania, has 
the same appointment on transportation ; and Mr. F. J. Stim- 
son, of Boston, is special counsel to aid in the preparation of 
a report on labor legislation. 

* See p. 35 of the current volume. 

t See the article by Mr. Carroll D. Wright, p. 228 of the current volume. A 
more detailed account is given in the North American Review for June, by Mr. 
North, who is a member of the Industrial Commission. 
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Ix May of the current year a notable conference was held 
in Berlin for the renewal and support of the movement to 
promote international concert with regard to labor legislation. 
Among those in attendance were legislators, business men, 
and scholars ; and a committee of twenty was appointed to 
maintain and enlarge the organization, with authority to take 
part in an international conference and to form a national 
section for Germany. 

It will lie recalled that this subject was discussed at the 
Berlin Conference of 1890 and at the congresses at Zurich 
in August, 1897, and in Brussels in October, 1897. At the 
last-named gathering, at Brussels, a committee was appointed 
to draft articles for an international organization ; and the 
completion of this draft has now led to the Berlin movement. 
Among those who took part may be mentioned Professors 
Brentano, Schmoller, and Wagner. The Socialist party in 
the Reichstag, oddly enough, refused to take part in the move- 
ment, — at first, on the ground of some informality in the invi- 
tation extended to them; but, finally, after repeated invita- 
tion, with simply a flat refusal. 



The "franchise" tax act in New York, of which an ac- 
count appears in another column from the competent hands of 
Professor Seligman, is but one of several tax measures of im- 
portance which have been under discussion in different States. 
This one alone reached the stage of enactment, showing once 
more how all-important is the element of courageous leader- 
ship in securing legislative action. In Michigan, a bill for 
taxing railway companies on the whole " value " of their 
property, on a plan analogous to that used in other States of 
the Middle West, was strongly urged ; but an act previously 
passed in the same session for taxing express companies in 
the same manner was held unconstitutional by the Supreine 
Court of the State, and the railway bill was then withdrawn. 
A plan for an income tax, to be assessed by declaration of the 
tax-payers, was also under discussion ; and, finally, a proposal 
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for a tax commission to investigate and report. Nothing 
came of all this; and yet it is clear that sooner or later — 
and probably sooner rather than later — noteworthy changes 
will be made in Michigan. In Massachusetts the movement 
for a general succession tax is gaining strength. A bill for a 
graduated tax ranging from 1 per cent, on estates under 
$50,000 to 8 per cent, on estates over $5,000,000 was passed 
by the Massachusetts House ; and, when this was rejected by 
the Senate, another bill for a level tax of 5 per cent, was 
passed by the House, but also failed in the Senate by a nar- 
row vote. Here, too, it is only a question of time when this 
addition to the tax system of Massachusetts will come ; while 
it must remain a question whether the change will be accom- 
panied by other needed readjustments in the tax system. 



In the Jahrhucher fiir National-mkonomie (No. 5 of the 
current volume) Professor J. Conrad brings down to the pres- 
ent time the index numbers for prices in Hamburg which have 
been published from time to time in that journal ; and in the 
Journal of the Royal Statistical Society for March Mr. A. 
Sauerbeck brings to date his much-used index numbers for 
English prices. Some of the salient results of these inquiries 
are here noted for convenience of reference and comparison. 

The simplest and most easily comparable figures are the 
general index numbers showing the arithmetical means of the 
prices of the several years. Mr. Sauerbeck's figures represent 
an average for 45 commodities in London ; Professor Conrad's, 
for 163 commodities in Hamburg. For the former the average 
for the decade 1867-77 is taken as the base (= 100) : for the 
latter the average for 1871-80 is taken as the base (== 100). 
Professor Conrad's figures are given year by year only for the 
most recent period. These divergences in the basis and 
method of presentation of the results need to be borne in mind. 
The figures are : — 
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Sauerbeck. Conrad. 

45 commodities. 163 commodities. 

1867-77 = 100. 1871-80 - 100. 

1879 83 

1880 88 

1881 85 

1882 84 

1883 82 1881-85 87.3 

1884 76 

18S5 72 

1886 69 

1887 68 

18S8 70 1886-90 83.3 

1889 72 

1890 72 

1891 72 1891-95 82.0 

1S92 68 

1S93 68 1893 83.0 

1894 63 1894 78.3 

1895 02 1895 78.4 

1896 61 1896 74.8 

1897 62 1897 77.2 

1898 64 



The trend of the figures is the same in both cases ; and for 
recent years they indicate that, while a slight rise of prices 
took place in 1897 and 1898, the range is still below that for 
1893. Substantially the same results are derived from the 
price quotations collected in Germany by the Imperial Bureau 
of Statistics, which, like Mr. Sauerbeck's, are continued to the 
year 1898. In these, with the whole period 1879-98 as a basis 
(= 100), the index numbers are : — 

1889-93 99.9 

1894-98 83.4 

1896 81.8 

1897 82.6 

1898 84.0 

Professor Conrad gives still a different set of figures, repre- 
senting the weighted mean for 22 articles, the articles being 
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weighted according to the quantities consumed in Germany. 
The index numbers so obtained are : — 

1871-80 = 100. 

1881-85 81.S 

1886-90 67.9 

1891-95 68.7 

189:; 65.5 

1894 58.7 

1895 57.5 

1S96 57.1 

1897 60.1 

This weighted mean would indicate a fall in prices far 
greater than that deduced from the simple average of the 143 
Hamburg commodities. But as only 22 articles were used in 
making up the weighted average, the discrepancy is not neces- 
sarily significant of a divergence in the outcome of the two 
methods ; and the much larger number of commodities used 
for the simple mean makes the figure so obtained the safer one. 

For 47 Hamburg articles prices are on record for the period 
1840-1897 which are strictly comparable; that is, of commodi- 
ties whose quality has remained the same. Virtually, all of 
these show in 1897 prices lower than their average for the 
earlier half of the period; i.e., for the years 1847-70. Only 
four show higher prices ; namely, coffee, cocoa, herrings, and 
linen yarn. As compared with the years immediately preced- 
ing, the year 1897 shows no changes of much significance. 



